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Incoming letter dated January 16, 2003
Dear Mr. Metzinger:

This is in response to your letter dated January 16, 2003 concerning the
shareholder proposal submitted to Halliburton by the New York City Police Pension
Fund and the New York City Fire Department Pension Fund. We also have received a
letter from the proponents dated February 7, 2003. Our response is attached to the
enclosed photocopy of your correspondence. By doing this, we avoid having to recite or
summarize the facts set forth in the correspondence. Copies of all of the correspondence
also will be provided to the proponents.

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder
proposals.

ED ‘ Sincerely,
PROCESS
\/MARQ?:‘)_Q% Bl 0% ans

T HOMSO‘\\{ Martin P. Dunn
F\NP\NC‘A Deputy Director
Enclosures
ce: Janice Silberstein
Associate General Counsel
The City of New York

Office of the Comptroller
1 Centre Street Room 1120
New York, NY 10007-2341
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January 16, 2003

U.S. Securities and Exchange Commission
Division of Corporation Finance

Office of Chief Counsel

450 Fifth Street, N.W.

Washington, D.C. 20549

RE: Halliburton Company; Request for No-Action Advice;
Stockholder Proposal of the New York City Police Pension Fund and
the New York City Fire Department Pension Fund

Dear Sir/Madam:

The New York City Police Pension Fund and the New York City Fire Department

- Pension Fund (the "Funds") have submitted a proposal and supporting statement (the "Proposal”)

to be included in Halliburton Company's proxy materials for the Annual Meeting of Halliburton
Company stockholders scheduled to be held on May 21, 2003. Six true and complete copies of
the Proposal and of this letter are enclosed as required by Rule 14a-8()).

The Proposal requests that Halliburton Company's Board of Directors establish a
committee of the Board to review Halliburton Company’s operations in Iran, with a particular
reference to potential financial and reputational risks incurred by the company by such
operations, and that the review committee report its findings to shareholders no later than
September, 2003.

For the reasons detailed below, Halliburton Company intends to omit the Proposal from
its 2003 proxy materials pursuant to Rule 14a-8. Halliburton Company requests that the Staff of
the Division of Corporation Finance (the "Staff") recommend to the Securities and Exchange

Commussion (the Commission") that no enforcement action will be taken 1f Halliburton
Company omits the Proposal from its 2003 proxy statement.

To the extent the reasons set forth herein are based on matters of law, this letter
constitutes my legal opinion on those matters.

I. The Proposal is not relevant to Halliburton Company's business.

Rule 14a-8(i)(5) allows exclusion from proxy materials of a stockholder proposal that
relates to operations which account for less than 5 percent of a company's total assets at the end
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of its most recent fiscal year, and for less than 5 percent of its net earnings and gross sales for its
most recent fiscal year, and is not otherwise significantly related to the company's business.

For the fiscal year ended December 31, 2001, Iran represented approximately $43.8
million of Halliburton Company's total assets of $11 billion or 0.40%, approximately $807,000
of Halliburton Company's net earnings of $809 million or 0.10%; and approximately $33.6
million of Halliburton Company's gross sales of $13 billion or 0.26%. The Proposal, therefore,

—is'excludable by virtue of it not-exceedingthe-Rule-14a-8(i}(5) financial-thresholds, unless it is
otherwise significantly related to Halliburton Company's business.

The Proposal is not otherwise significantly related to Halliburton Company's business.
The Proposal emphasizes that operations in Iran expose Halliburton Company to reputational
risk and the supporting statement refers to public protests and loss of consumer confidence. .
Halliburton Company provides a variety of services, products, maintenance, engineering and
construction to energy, industrial and governmental customers. Halliburton Company is not a
consumer products company, as suggested by the supporting statement. Halliburton Company
has no retail establishments at which protests would be conducted. Halliburton Products and
Services, Ltd.’s (“HPSL”) business in Iran primarily pertains to its energy services business and
the reason that the subsidiary conducts business there is because of the expectations and desires
of its customers. Therefore, there is little connection between Halliburton Company's business
and the concern raised by the Funds in their Proposal.

1L The Proposal would violate the proxy rules.

Rule 14a-8(1)(3) allows a company to exclude proposals and supporting materials that are
contrary to the Commission's proxy rules. The Proposal must be omitted from the proxy
materials because it is contrary to Rule 14a-8 and is false and misleading in violation of Rule
14a-9.

The Proposal contains false and misleading statements in violation of Rule 14a-9. This is
evidenced by the following preamble and supporting statements (references from the Proposal
are set forth below using indented, lettered paragraphs):

A "WHEREAS, in February 2001 Halliburton opened an office in Iran under the
name of Halliburton Products and Services Ltd., its Cayman Islands subsidiary."

In fact, the office in Tehran was opened in February 2000, entirely on the initiative of
HPSL. Halliburton Company was not and would not have been permitted to be involved in that
action. The quoted statement is false and misleading.

B. “We believe that Halliburton’s use of its Cayman Island subsidiary to establish
operations in Tehran violates the spirit, if not the letter of the law.”
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Again, Halliburton Company did not take any actions to establish the Iran office. While
HPSL is a lower tier wholly owned subsidiary of Halliburton Company, HPSL’s principal place
of business is in Dubai, United Arab Emirates and it has independent non-U.S. management.
The operations of HPSL in Iran do not violate the Iran Sanctions of the U.S. Office of Foreign
Assets Control or other applicable U.S. law. The Office of Foreign Assets Control regulations
for Iran do not purport to reach independent, non-controlied, non-U.S. subsidiaries. Further,
only a person knowledgeable about the applicable law and regulations could make a conclusion
as to Halliburton Company’s compliance with law. In order to make that-legal conclusion, that
person would need to know the particulars of how HPSL’s business is managed and staffed.
The Funds do not indicate the basis for the statement. Even if the Funds had the requisite
knowledge of the applicable law and regulations, the Funds could not make a conclusion as to
Halliburton Company’s compliance with law without knowing facts about HPSL’s business.
The statement, therefore, is unsubstantiated and scurrilous.

C. “In 2001, the Securities and Exchange Commission stated that a company’s
involvement with states that sponsor terrorism is a legitimate concern ‘substantially likely
to be significant to a reasonable investors decision about whether to invest in that

2

company.

The source of the quotation is not identified. The only reference we found to the quote in
C. above attributed to the Commission was in a letter dated May 8, 2001 to The Honorable Frank
P. Wolf, U.S. House of Representatives from Laura S. Unger, Acting Chairman of the
Commission. The quoted language is referring to registration statements of foreign registrants
and 1s referring to disclosure of material business done by those registrants with a country,
government, or entity on OFAC's sanctions list. As reflected earlier in this letter, the amount of
business done by HPSL is not material to Halliburton Company. The business done by HPSL is
without the involvement of Halliburton Company. Further, the quote is taken out of context in
that Ms. Unger’s letter does not mention terrorism. The quote is misleading and falsely implies
that Halliburton Company is doing business in Iran.

D. “It also exposes the company to the prospect of negative publicity, public protests,

and loss of consumer confidence, all of which can have a negative impact on shareholder
value.” ‘ :

As pointed out in 1. above, Halliburton Company is not a consumer products company.
Further, since it has no retail establishments, the chance of protests is remote. The quoted
language is false and misleading.

In Section E.1 of the Division of Corporation Finance: Staff Legal Bulletin No. 14 dated
July 13, 2001 on Shareholder Proposals the Staff mentions its long-standing practice of issuing
no-action responses that permit shareholders to make revisions that are minor in nature and do
not alter the substance of the proposal. The bulletin goes on to discuss the large portion of the
Staff’s time and resources each proxy season responding to no-action requests regarding
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proposals or supporting statements that have obvious deficiencies in terms of accuracy, clarity or
relevance and cautions that when a proposal and supporting statement will require detailed and
extensive editing in order to bring them into compliance with the proxy rules, the Staff may find
it appropriate for companies to exclude the entire proposal, supporting statement, or both, as

materially false or misleading. \»
\

As shown by this letter, the Proposal is such a proposal, the whole gist of which is false
and misleading. Halliburton Company should be permitted to exclude the Proposal without the
Funds being given an opportunity to revise it.

For the reasons detailed above, we ask that the Staff recommend to the Commission that
no action be taken if the Proposal is omitted.

Halliburton Company intends to file its 2003 proxy statement and form of proxy on or
about April 7, 2003. Halliburton Company submits that the reasons set forth above in support of
omission of the Proposal are adequate and have been filed in a timely manner in compliance with
Rule 14a-8(j) (not later than 80 days prior to the filing of definitive proxy material).

By copy of this letter, Halliburton Company hereby notifies the Funds of Halliburton
Company's intention to omit the Proposal from Halliburton Company's proxy statement and form
of proxy for the 2003 Annual Meeting.

Also enclosed is an additional copy of this letter, which I request be stamped with the
date of your receipt hereof and returned to me in the enclosed self-addressed postage-paid
envelope.

If you have any questions or require further information, please do not hesitate to contact
me or Margaret E. Carriere, Vice President and Secretary, at (713) 676-5023 and
(713) 676-3717, respectively.

- Respectfully submitted,

Bt 0 MBargr
Bruce A. Metzinger 4

Senior Counsel and
Assistant Secretary

Attachment

c: William C. Thompson, Jr.
Comptroller of the City of New York
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COMPTROLLER OF THE CITY OF NEW YORK
1 CENTRE STREET
NEW YORK, NY 10007-2341
(212) 669-3500

WILLIAM C. THOMPSON, JR.
COMPTROLLER

November 12, 2002

Ms. Susan Steward Keith
Vice President and Secretary
Halliburton Company

500 N. Akard Street

Dallas, TX 75201

Dear Ms. Keith:

As the Comptroller of the City of New York, I am the investment adviser and a trustee of
the New York City Police Pension Fund, and the New York City Fire Department
Pension Fund (the "funds"). The funds' boards of trustees have authorized me to inform
you of our intention to offer the enclosed proposal for consideration and approval of
stockholders at the company's next annual meeting.

This resolution asks the company to review its business ties with Iran, a country
identified by the U.S. State Department as a sponsor of terrorism. It expresses the
concems felt over these ties by our police and firefighter pension fund trustees, many of
whom lost friends and colleagues to terrorist attack on September 11, 2001.

I submit the proposal to you in accordance with Rule 14a-8 of the Securities Exchange

Actof 1934 and ask that it be included in your proxy statement.

Letters from Citibank are enclosed certifying the funds' ownership, for over a year, of
244,602 shares of Halliburton Company common stock, with a market value of over $3
million. Each fund intends to continue to hold at least $2,000 worth of these securities
through the date of the annual meeting.

We would be happy to discuss this initiative with you. Should the board decide to

endorse its provision as corporate policy, the funds will ask that the proposal be
withdrawn from consideration at the annual meeting. Please feel free to contact

Made From 100% Recycled Paper



Ms. Keith
November 12, 2002
Page 2

Mr. Patrick Doherty of my office at (212) 669-2651, if you have any further questions on
this matter.

Very truly yours,

Wl @ <L fi_

William C. Thompson, Jr.
WCT:pd:ma

Enclosure

Achalliburton shr 02-03
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HALLIBURTON COMPANY
REVIEW AND REPORT ON OPERATIONS IN IRAN

Whereas, since the 2001 terrorist attacks against the United States, there has been increased
interest among investors and the general public concerning corporate ties to states that reportedly
sponsor terrorist activity, and

Whereas, U.S. law currently restricts trade by American companies with states designated as
"sponsors of terrorism" by the U.S. State Department, and

Whereas, in February 2001 Halliburton opened an office in Iran under the name of Halliburton
Products and Services Ltd., its Cayman Islands subsidiary,

Therefore, be it resolved that shareholders request that the Board of Directors establish a
committee of the Board to review Halliburton's operations in Iran with a particular reference to
potential financial and reputational risks incurred by the company by such operations, and

Be it further resolved that shareholders request that this review committee report to shareholders

on its findings no later than September 2003. This report should be produced at reasonable cost
and contain no proprietary information.

SUPPORTING STATEMENT

According to the U.S. State Department, the Iranian government has actively supported and
funded terrorist operations against innocent civilians outside its own borders. These activities.
led to the imposition of government sanctions that provide that virtually all trade and investment
activity with Iran by U.S. corporations, is prohibited. We believe that Halliburton's use of its
Cayman Island subsidiary to establish operations in Tehran violates the spirit, if not the letter of
the law. It also exposes the company to the prospect of negative publicity, public protests, and a
loss of consumer confidence, all of which can have a negative impact on shareholder value.

In 2001, the Securities and Exchange Commission stated that a company's involvement with
states that sponsor terrorism is a legitimate shareholder concermn "substantially likely to be
significant to a reasonable investors decision about whether to invest in that company”". The
New York City Police and Fire Department Pension Funds urge you to vote FOR this resolution

PD:ma
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THE CITY OF NEW YORK TELEPHONE: (212) 669-3163
OFFICE OF THE COMPTROLLER FAX NUMBER: (212) 669-2884
1 CENTRE STREET ROOM 1120

NEW YORK. N.Y. 10007-2341 EMAIL: JSILBER@COMPTROLLER.NYC.GOV

. . ) WILLIAM C. THOMPSON, JR.
Janice Silberstein COMPTROLLER

Associate General Counsel

February 7, 2003
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Re:  Halliburton Company;
Shareholder Proposal submitted by the New York City Police Pension Fund and the
New York City Fire Department Pension Fund

To Whom It May Concern:

I write on behalf of the New York City Police Pension Fund and the New York City
Fire Department Pension Fund (the "Funds") in response to the January 16, 2003 letter sent to
the Securities and Exchange Commission (the "Commission") by Halliburton Company
("Halliburton" or the "Company"). In that letter, the Company contends that the Funds’
shareholder proposal (the "Proposal”) may be omitted from the Company's 2003 proxy
statement and form of proxy (the "Proxy Materials") under Rules 14a-8(1)(5) and 14a-8 (1)(3)
under the Securities Exchange Act of 1934.

I have reviewed the Proposal, as well as the January 16, 2003 letter. Based upon that
review, as well a review of Rule 14a-8, it is my opinion that the Proposal may not be omitted
from the Company's 2003 Proxy Materials. Accordingly, the Funds respectfully request that
the Division of Corporate Finance (the "Division") deny the relief that the Company seeks.

L The Proposal

The Proposal consists of a series of whereas clauses followed by a resolution. The
whereas clauses set out: (a) the increased interest, since the 2001 terrorist attacks, among
investors and the general public concerning corporate ties to states that reportedly sponsor



terrorist activity; (b) the U.S. law restricting trade by American companies with states
designated as "sponsors of terrorism" by the U.S. State Department; and (c) the opening of an
office in Iran by Halliburton Products and Services Ltd. (the "Subsidiary"), a Cayman Islands
subsidiary of the Company. These clauses are followed by a resolved clause that states:

Therefore, be it resolved that shareholders request that the Board of Directors
establish a committee of the Board to review Halliburton's operations in Iran
with a particular reference to potential financial and reputational risks incurred
by the company by such operations, and

Be it further resolved that the shareholders request that this review committee
report to sharcholders on its findings no later than September 2003. This report
should be produced at reasonable cost and contain no proprietary information.

The Supporting Statement references: the Commission's viewpoint that a company's
involvement with states that sponsor terrorism is substantially likely to be significant to a
reasonable investor's decision as to whether to invest in the company; Iran's support and
funding of terrorist operations; that these activities led to the imposition of government
sanctions which provide that virtually all trade and investment activity with Iran by U.S.
corporations is prohibited; and the potential negative impact of the Subsidiary's Tehran
operations on shareholder value due to the prospect of negative publicity, public protests, and
a loss of consumer confidence.

II.  The Company's Opposition and the Funds' Response

In its letter of January 16, 2003, the Company requested that the Division not
recommend enforcement action to the Commission if the Company omits the Proposal under
two provisions of SEC Rule 14a-8: Rule 14a-8(1)(5) (excludible if it relates to operations
which account for less than 5 percent of the company's total assets, net earnings and gross
sales, and is not otherwise significantly related to the company's business); and Rule 14a-
8(1)(3) (excludible if proposal or supporting statement is materially false or misleading ).
Pursuant to Rule 14a-8(g), the Company bears the burden of proving that one or more of these
exclusions apply. As detailed below, the Company has failed to meet that burden with respect
to either of these exclusions and its request for "no-action" relief should accordingly be
denied.

A. The Proposal is Relevant to the Company's Business as a Whole and May Not Be Omitted
Under Rule 14a-8(1)(5).

In adopting the predecessor to the (1)(5) exclusion in 1976, the Commission stated that
this exclusion is not to be applied mechanically or with reference solely to an economic
standard. That is because there are many instances in which the matter involved in a Proposal
is significant to an issuer's business even though the significance is not apparent from an
economic standpoint. Release No. 34-12999 (December 3, 1976). In situations "where the
proposal has reflected social or ethical issues, rather than economic concerns, raised by the
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issuer's business, and the issuer conducts any such business, no matter how small, the staff has
not issued a "no-action" letter with respect to the omission of the proposal..." (Emphasis
added.) Release No. 34-20091 (August 16, 1983).

The Company's response only satisfies the first part of Rule 14a-8(1)(5), that the
Subsidiary does not meet the rule's financial threshold of 5%. The Company, however, fails to
show that the Proposal is not otherwise significantly related to the Company's business. The
Company attempts to refute the Proposal's core concerns that operations in Iran expose the
Company to reputational risk, public protests and the loss of consumer confidence. The
Company argues that the Supporting Statement wrongly suggests that it is a consumer
company: it has no retail establishments at which protests would be conducted; the
Subsidiary's business in Iran primarily pertains to its energy services business; and the
Subsidiary conducts business there because of the "expectations and desires of its customers."
Thus, it is claimed, there 1s little connection between the Company's business and the concerns
of the Funds indicated in their Proposal. The Company fails to cite Division letters, case law,
or any persuasive authority to bolster its position.

The Company's assertions are wrong. The Supporting Statement does not refer to the
Company as a "consumer products company." Rather, the Supporting Statement expresses the
concern that the Company may experience a "loss of consumer confidence." The Funds assert
that Halliburton's dealings with a reported terrorist state could cause a loss of consumer
confidence by the individuals who purchase Halliburton's energy services -- its "consumers."
The Company's reference elsewhere in its letter to the "expectations and desires of its
customers” only serves to demonstrate further the significance of consumer confidence.
Further, retail establishments are not the only suitable locations at which to mount a public
protest -- Halliburton has offices throughout the world.

Moreover, as a result of 9/11, the public has a consistent and intense interest in
terrorism. On January 29, 2002, President Bush, in his State of the Union address, focused on
three states, which are egregious sponsors of terrorism: Iran, Iraq and North Korea. He stated
that these states constitute an "axis of evil." That focus will inevitably result in careful
attention to Halliburton's dealings through the Subsidiary in one of those states.

That attention will be heightened by the fact that until his election in 2000, Vice
President Dick Cheney had been the CEO of Halliburton. Many articles have already focused
on actions Vice President Cheney reportedly oversaw while he was CEO of Halliburton. This
high levlel of media attention should continue as the Company continues to conduct business
in Iran.

! See, e.g., Los Angeles Times (January 8, 2003) (CEO Cheney oversaw business
dealings with Iraq through two Halliburton subsidiaries); San Antonio Express-News
(December 22, 2002)(Under CEO Cheney, Halliburton did business with Iraq and Iran and
violated the U.S. embargo, selling Libya nuclear generators); The Columbus Dispatch
(October 15, 2002)(Cheney was CEO of the Halliburton energy company when a subsidiary

was doing major business with Iraq); The New York Times (October 11, 2002) (Under CEO
3




The link between Iran and Halliburton is of special interest to the public, including
institutional, professional and non-professional investors, who are paying a great deal more
attention to the relationship between their investments and terrorism. Thus, for example, a
recent article in Barron's, "Under Scrutiny: Pension Funds Are Reconsidering Investments in
Companies that Do Business With Rogue Nations," discusses the Global Security Risk
database, which lists companies that it claims are operating in one or more of the six nations
with which U.S. companies are prohibited from doing business directly. Iran is one of these
nations. '

Because the public has a legitimate interest in states such as Iran that sponsor terrorism
as well as concern regarding the effect of terrorism on investors' assets, the (1)(5) exclusion
has no application here. Halliburton does not disptite that the Subsidiary conducts operations
in Tehran. As such, Halliburton could be perceived as providing support to [ran. This
perception could compound criticism arising from Halliburton's previous dealings, such as its
$3.8 million fine and guilty plea in 1995 to charges it had exported oil-field equipment to
Libya in violation of a U.S. government trade ban. See The Houston Chronicle (July 15,
1995). Such a perception could hurt the Company's reputation and in the end, adversely affect
the Company's financial health. In fact, the Funds' Proposal is a model of a proposal that is
significantly related to a company's business, and therefore, relevant, even if the matter
accounts for only a low percentage of the Company's business.

Halliburton has not only failed to offer any prior authority in support of its position, it
has also not mentioned its own recent failed effort to persuade the Division to issue no-action
relief on a similar proposal relating to Burma. In 2001, the Division denied Halliburton's
request for "no-action” relief under Rule 14a-8(i)(5). Halliburton Company (February 26,
2001). The shareholder proposal in 2001 sought to have a committee of independent directors
prepare a report regarding projects undertaken by the Company or any subsidiary in Burma,
with an emphasis on describing steps taken to assure that neither Halliburton nor any of its
subsidiaries is involved in or appears to benefit from use of forced labor or other human rights
abusers in Burma.

Halliburton argued that the proposal should be excluded because assets, earnings and
sales did not exceed the Rule's thresholds and the proposal was not otherwise significantly
related to Halliburton's business. The Company further argued that neither the Company nor
its substidiaries benefited from the use of forced labor or human rights abuses in Burma. The
proponent argued that Burma had been ruled for over a decade by a military dictatorship
condemned for human rights abuses; that several years prior, the U.S. government banned
new investment in Burma; and that many U.S. companies, including Texaco and Atlantic

Cheney, Halliburton sold more equipment to Iraq than did any other company); The Baltimore
Sun (October 4, 2002) (Under CEO Cheney, Halliburton used subsidiaries overseas to do

* business with Iraq); Chicago Tribune (September 5, 2002)(Under CEO Cheney, Halliburton
did $23.8 million in business with Iraq); Chicago Tribune (March 15, 2001) (Halliburton
subsidiaries helped reconstruct Iraq's oil industry, according to the Washington Post and
numerous other publications).




Richfield had voluntarily withdrawn from Burma. The proponent further stated that
Halliburton once had extensive operations in Burma, which could come back to damage the
Company. Of particular relevance to the subject situation, the proponent stated that
Halliburton currently had an office in Burma.

The Division viewed the proposal as one that was otherwise significantly related and
did not grant the relief sought. We submit that the Division should follow the same approach
here.

B. The Proposal is Not False and Misleading and May Not Be Omitted Under
Rule 14a-8(i1)(3).

The Company alleges four bases to support a finding that the Proposal is false and
misleading and should therefore be excluded, none of which has any merit.

(1) The Proposal states that Halliburton opened an office in Iran in February 2001 under
the name of Halliburton Products and Services Ltd., its Cayman Islands subsidiary.

The Company claims that this statement is false and misleading because the office was
opened in February 2000, entirely on the initiative of the Subsidiary, and further, that the
Company was not involved in that action.

The media reported that the office was opened in 2001. Nevertheless, if the Tehran
office was in fact opened in 2000, we are willing, upon request, to revise the Supporting
Statement accordingly. ? Halliburton next distorts the meaning of "opened" and "involved" as
they relate to the Tehran office, and then claims that the Funds are being dishonest. When a
company opens a new office, and this company 1s a wholly owned subsidiary, it is not false or
misleading to describe the parent company as having been involved in opening the new office
through its subsidiary. See, e.g., The Wall Street Journal (February 1, 2001)(reporting that
Halliburton Co. has opened office in Tehran and has operated in Iran in possible violation of
US sanctions; Halliburton Products and Services Ltd., registered in Cayman Islands, claims it
is not a U.S. company.); The Dallas Moming News (February 1, 2001)(reporting that
Halliburton Co. has opened an office in Tehran, Iran, in possible violation of U.S. sanctions,
The Wall Street Journal reported; Halliburton Products and Services Ltd. works in a new north
Tehran tower block. The article notes further that a brochure declares that the company was
registered in 1975 in the Cayman Islands, based in Dubai and is "non-American" -- but the
brochure bears the Dallas company's name and red emblem and offers services from
Halliburton's units around the world.)

? Halliburton argues that it should be able to exclude the Proposal without providing
the Funds the opportunity for revision. The SEC routinely allows such revisions. See, e.g.,
Allegheny Energy, Inc. (December 24, 2002); Hewlett-Packard Company (December 17,
2002); and AMR Corporation (April 3, 2002).




(2) In their Supporting Statement, the Funds state that they believe that Halliburton's use
of its Cayman Island subsidiary to establish operations in Tehran violates the spirit, if not the
letter of the law.

In response, Halliburton alleges, inter alia, that the statement is false because the
Company did not take any actions to establish the Iran office; that the subsidiary has
independent non-U.S. management; that its principal place of business is in the United Arab
Emirates; that the Subsidiary did not violate the law; and that the Funds are not equipped to
reach legal conclusions about the Company's compliance with the law without knowing facts
about the Subsidiary's business.

The Funds' statement is neither false nor misleading. Rather, it is Halliburton that is
misrepresenting the Funds' statement. The Funds do not allege that any law was broken;
rather, they fairly expressed their opinion that Halliburton "violated the spirit” of the law. The
media quoted a U.S. official who expressed a very similar view. See Wall Street Journal ‘
(February 1, 2001) (U.S. official said a Halliburton office in Tehran would violate at least the
spirit of American law.)

(3) In their Supporting Statement, the Funds stated that in 2001, the Securities Exchange
Commission stated that that a company's involvement with states that sponsor terrorism is a
legitimate concern and substantially likely to be significant to a reasonable investor's decision
about whether to invest in that company.

The Compaﬁy states that the source of the quotation is not identified and cites as a
possible reference a letter dated May &, 2001 to the Honorable Frank P. Wolf, U.S. House of
Representatives, from Laura S. Unger, Acting SEC Chairman. This reference is correct.

Halliburton wrongly alleges that the quote is taken out of context because Ms. Unger
does not mention terrorism. To the contrary, in the first paragraph of her letter (attached), Ms.
Unger refers Congressman Wolf to the enclosed memorandum from David Martin, Director of
the Commission's Division of Corporate Finance, and Mr. Martin explicitly mentions
"terrorism” twice in his memorandum. In addition, on the first page of her letter, Ms. Unger
herself mentions interagency cooperation "on issues involving national security, human rights
and religious freedom." It is reasonable to conclude that national security issues encompass
terrorism, especially in light of Mr. Martin's discussion of terrorism in the memorandum
attached thereto.

Further, the Company alleges that the quoted language is referring to "material" business,
but that the amount of the Subsidiary's business is not material, and again alleges that the
business done by the Subsidiary is without the involvement of the Company.

Regarding materiality, Ms. Unger states that, "While there is no 'bright line' test for
materiality, the Supreme Court has held that information is material if a reasonable investor
would be substantially likely to consider that information significant in making an investment
decision." TSC Industries v. Northway, Inc., 426 U.S. 438, 449 (1976). Post 9/11,a
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reasonable investor making an investor decision would be quite likely to consider as
significant the information the Proposal seeks. Therefore, it is indeed material information.

(4) The Funds state in their Supporting Statement that the use of its Cayman Islands
subsidiary to establish operations in Iran exposes the company to the prospect of negative
publicitv, public protests, and a loss of consumer confidence, all of which can have a negative
effect on shareholder value.

Halliburton repeats the argument that the Company is not a consumer products
company. Our response in II.A. to this argument is applicable here to support the conclusion
that the Funds' statement is neither false nor misleading, as all of those negative effects are
quite possible.

In sum, the Funds did not make any false or misleading statements in their Proposal or
in their Supporting Statement.

1L Conclusion

For the reasons stated above, the Funds respectfully submit that the Company's request
for "no-action" relief should be denied. Should you have any questions or require any
additional information, please contact me.

Thank you for your time and consideration.

Very truly yours,

Janice Silberstein
Associate General Counsel

cc: Bruce A. Metzinger,
Senior Counsel and Assistant Secretary
Halliburton Company
4100 Clinton Drive
Houston, Texas 77020-6299
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APPENDIX ©
Correspondence From Acting SEC Chairman Laura Unger to Represeniafive
Frank Woli (With Attachment)

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
CWASHINGTOM, 0.C. 70549

THE CHAIRMAYN .
I\"'LJ:)" S_,, :ﬂUI

The Hunorable Frank P. Wolf
17.3. House of Repeesentatives
241 Carzon Buibling
Washingten, 2.C. 2051534510

MAY 0§ 2001

Uear Congressmyan Wolf:

This letter responds ta our meetng asd your letter of April 2, 2001, regarding
PetroChina Company, Ltd, Talisman Easrgy, lic., and proposed disclesure requirements
for forzign firms that seck aceess to the U.S. markets, {have asked David Martn,
Dicector of the Commissien’s Division of Corporation Finance, to review your
recominendations for additional disclosure for foreign companies. His memosndum is
eaclosed.

1 would lika to take this opporiunity to brief you on some of the efforts the
Commission staff bas vndertaken regarding Sudan {ullowing owr meeting and your letter
of April 2, us well as several mimatives we intend to pursue ia the near future:

Actions To Date

0 We et 2nd have had angoiog commupicstions with Roger Robhinson of the
William J. Casey Institute of the Canter for Security Policy, Me, Robincon
provided us with additiona] informatios about the recommendations in your letter
and offered some usefisl suggestions for interagency cooperation on issuss
iovolving Sudan and, more generally, on issues involving national secusity,
human rights and rebigious Frecdom. His ideas have proven vsefud in ous outreach
(2 other government agencies, as discnssed further below,

0 Ve had a moeeting with the sta[f of the U.S. Commission on International
Religious Freedom (“CIRF”}. Ia response to their inquiries we have assisted
them in urderstanding both the fumdamentals ¢f the SEC’s disclosure-based
system and specific disclosure mles and practices in which CIRF has an interest,
We are reviewing carsfully CIRF’s repocts of March aod May 2001

We received a State Department Lrizfing on both the bistory of the war in Sudan
and current conditions there. Bt was a comprebensive bricfing by representatives
of the Buresu of Demacracy, Human Rights and Labor; the Bureau of Afdcan
Affairs; and the Office of Internaticnnl Religious Freedom, Over 20 members of
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the SEC stofl sttended the brisfing, including mermbers of the Divisivn of
Corporation Finaace st who are respersitls foc reviewing filings.

0 Last week, we met with the Director and stail of the Siate Departmert’s Offics of
International Retigious Freedomn, Repraseniatives from other Siate Depantiment
offives attended 25 well. We discussed some of our effocts to meprove disclosars
regarding the ectivities of foreign companies in Sudan, and we raised the
possibility of interageney ccoperation oo Sudan. The Office of Internationa]
Rebigicus Freedom expressed support for an interagancy working group.

=

We spake with officials in the U.S. Treusury Departrent’s Office of Foreign
Assez Contro] ("OFAC™ to learn mere about the existing sancticns regime and
its application to tranzacticns with Sudan. We have also begen discussicns with
OFAC about a possible interagency working group.

|8}

[ have met wich the Directors of each of the SEC’s divisions 10 discuss your
concerns regardimg the situgtion in Sudan. They are sensitized to this (ssee and
will be looking for crentive ways to enhance investors” access 10 material
tnformation abeut foreign invastiment in Sudan and 113 fmpact on the human dghis
situation there. '

0 Supervisors of the review stalf in the Division of Corporztion Financs have been
made awere of issnes concerning Sudan. They are, in turn, working with their
stail to be atientive o disclosure in registered offering documents and periodic
reports regarding material business or vsz of proceeds m Siidan and other
countries subject 1o ULS. economic sanctivns.

Isitiatives to be Underiaken

1. Rylenmakme to Reguire Electonic Filing by Foreign Companies

As you know, foreign conrpanizs that seek to register with the SEC may elect to
ks their filings on paper, rather than clectronically through the SEC's EDGAR system.
Paper fitings ave available to the public throagh our reference facilities, but they are not
available through cur website and cannot be searched elecvonically. To facilitate
imvestor access to filings by foreign companies, as well as the stafl’s efficiency tn
reviewing those filings, I bave asked the staff to prepare for the Commission promptly a
proposed rulemaking to require foreign companigs to file electronically on cur EDGAR

system.

2. Review of Registmtion Statements Filed by Companies Doing Buginess in

Courtrieg Subject to U.S. Ecopomijc Sanctions

Al registration statements relaling to public offerings of securities are legally
subject o review by the staff of the Commission’s Division of Corporation Finance, The

T4
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staff has, howaver, exsrcised its discretion to perform ealy 2 selective review of such
flings, duc to timited Commission rescurces. Becausz of the complax issnes mvohi g
national securtly, baman rights and relizioes frsedom that have been raised in connection
with couniries subjert to U.S. 2conomic sanctions, onr staff has decided that it will
atempd {o review atl registration stzlemenis filed by forzign companies orhich reflect
roaterial business dealings with governments of countrizs sabject 1o U.S. econcmic
sanetions adrmanistered by OFAC, of with perscas or entities n those comitries.

3, Enhanc=d Tasclosure foe Forelon Registrants Doing Business in Sanctioned

U.S, sanctions admmisterad by OFAC prehibit Amercan companies from
investing ot doing business 3a Sudag. These sanctions do not, however, prohibit forsign
cosupamies from doing 30. Forcign companies that do business in Sudan, or any other
country subject to OFAC sagctions, may list on U.S, securities exchanges and offer their
stock to investors in U.S. markets. The SEC does not have statutory authority to deny
access to the U.S. markets 10 any foreign cempany oo the basis of ils involvement with a
yarticular foreign country or governmment, inchxding Sudan. |

The SEC does, bowever, have statutory nutherity to Tequaire that ULS. investers
receive adaquate disclogure about where the proceeds of their securities investments are
going ard how they ars bemg used. The fedemal secunties laws are fovnded op the
principle that the best way to protect jnvestors is to ensure that they have access to
material information about the companies and szcurities in which they are considering
mvesting. Whik there is no “bright Hoe” test for materiality, the Supreme Court hag held
that information is meterial if a reasonable mvestor would be substantially likely to
consider that informalion signifcant m making an invaztment decision,

Tke fact that a foreign company is doing material business wilh a country,
governraent, or entity on OFAC’s sanctions list is, in the SEC staff s view, substaptially
Yikely to be significant 1o a rzasonable investor’s decision about whether to invest in that
comparny, Thersfore, in accordance with existing disclosurs rides 2ad the SEC’s investor
protection mandate, the staff of the Division of Corporation Finance will seek
information from registrants about marterial budiness i, or with, countries, governments,
oc entities with which U.S. companies would be prohibited froem doing business under
economic sanctions administered by OFAC. Chir almn is to muske available to investors
additional information about situations in which the material proceeds of an offering
could — however indirectly — benefit countrizs, governments, or entities that, as a matter
of U.S. freign policy, are off-limits to U.S. companies.

4. Cormmmnication With OFAC

A3 a U.S. government agency, the SEC fully supports duly imposed econormic
sagctions and will cooperate with approprate ULS. governmental agencies to help ensurs
that those sapctions are enforced. Accordingly, we will bring to the attention of the
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OFAC ¢taff any Sisclosure 1 registradion statsmments filed by foreign conpanies which
reflect mmatenal business deelings with countmies susject to OFAC-administerad sanctions.

S, Intezzency Worktng Group

We appreciate your shariog with us your concerns that PetroChina and Talisnman
msy have fatled to make adequate disclosare in connection with thetr public offerings
concerning we of proceeds and nisk. As we bave discussed in previous correspondence
with yon, whea PetroChina sought to offer its securities for sale, the Commission’s staff
reviewed the company’s registration statement thoroughly end considered all of the
discloswe it contained. The staff was, at that Lime, aware of your coocerns about the
offering and paid pazticnlar attention to the disclosure regarding risks and wse of
proceeds. Ve take very sericusly the charge in your most recent cerrespondence that
PetroChina and Talisman may have failed to disclose material information in registration
statements and other reports fited with the Covmmissicn. We have referved your letter to
the Comuassion’s Division of Enfocceament.

e recognize and appreciate your concem in this matter, and T assure you that the
staf? will consider carefully the information you supplied in acvardance with the
Cemnmssion’s responstbilities under the fedeml securities laws. As you know, however,
SEC investigations are goa-public. A3 a matlter of policy, therefore, the agency does not
confirm ov deny the existence of a pruding ingeiry. This policy protects the integricy of
the nvestigative process, in both fact and appearance.  See penerally SEC v. Wheeling
Dittsburgh Steel Corp., 482 F. Supp. 535 (W.D. Pa. 1979), yacated and remanded, 648
F2d 118 (3d Cir. 1531).

With respect to your request that the Copumission suspend trading in FetroChina
and Talisman, sxne general background might be Eelpful. When Congress enacted the
federal securities laws, it gave the SEC limited autherity to suspend temporanily wading
in an individual security, Securifies Exchange Act of 1934 § 12(X)(1xA), 15 U.S.C.

§ 7810k X 1HA). The Supreme Coor has warned that “the power to sumymarily suspend
trading in a security even for 10 days, without amy nolice, opportunity to be heard, ot
findings based upon a record, is an awescme power with 2 petentially devastating inmpact
on the issuer, its sharcholders, and oiher investors,” SEC v, Sloag, 436 U.S. 163, 112

(1978} The Court viewed a tading suspension a3 a “semewhat drastic” measure, to be

exercised very cauvtiously, Id. The Comimissiemn’s approach Yo the exercise of its trading
suspension authotity is consistent with the Court’s view,

We rofe, too, that the sudden foss of liquidity resultng from a trading suspeasion
may Impose more significant economic hardship on shareholders than on the listed
company itself. A trading suspension only halis secondary merket trading. That is, the
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trading suspension has no effect on the sseers” use of proceeds from orior offeriags.
Mzaawhile, Investors wanting to sedl thelr secirities ~ for reasons mpging from Lquidity
reeds to dwsaporovel of the company’s use of proceeds — canmot do so.

Mlorzover, for o comparty with dus! stings {one o the U8, and one ¢ffshore), an:
SEC trading suspension has no offect o a home country market. Fa such sitoaticns, US
bolders of the securities I which mading has bean suspended would hiksly suffer more
serious comseguences rom a imding suspension. Thersfors, the Comrission rarely
exercisss its anthority to suspead trading in a secunry sbsent evidence of frand.

We appreciate your dedication to working toward a soluiion to the crisis in Sudaa.
Twill schedule a meeting with you at your ecnvenience to discuss this issue in further
detall. Should you have questions in t» meantime, please do not besitate to contact e
at 202-642-0100 or Devid Martin, Dirsctor of cur Diviston of Corporation Finanee, at
202-942-2929,

Siacerely,

%M\M

Laura S, Ung*r
Acting Chairman

Enclosure
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MEMORAMDUM
Mav 3, 2001

TO: Ay unngamanaar‘L oger

FROM: David B.H. Marce [y 13 '?%,«

Diractor, Division &;'é;'pmmm Finxecs

SUBJECT:  Response to lettsr dated Apni 2, 2081 from Cougm;"man Wolf

You have asked for the views of the Division of Corporaticn Finaocs on (e ten
recotnmendations outtined by Congressman Frank Wolf in s lefter to you dated April 2,
2001. Wz address each of thesgecomrendations below.

1, Giobal Operations: Foreign companies showld disclose their operations — a1 well
as those of their parent companies, subsidiaries and affiliotes — in countries
which are listed on the following U.S. government iiars:

a) CIA List of Acquiring and Supplying Natiens os cited in its anrua! report
to Congress on the Acguisition of Technology Relating 1o Weapons of
Mass Destruction and Advamced Cenventional Munitions

&) LS. State Department Lis of Sporors of Tervoriom

¢} U.S. State Department-Dezignated Counsries of Particular Corcern for
Violations of Religious Freedom

Companies showld also disclose their business relationships — as well as those of
thelr parent compamies, subsidlaries and affiliates ~ with eompanies from
countries which oppear on these lists,

SEC rules do not require dischogure about busisess operations in specific countries.
Coapanies filing registersd offering docaments ander the Sacurities Act of 1933
(Securities Act) or filing periodic reports omder the Seevrities Exchange Act of 1534
(Bxchaage Act), however, are subject to cerain mancatzd disclosure requirerments about
their business, which may include disclosure of ther cperalicas in specific coantries,
The feltowing are examples of specific SEC requirements which could resolt in such
disclosure:

Q A compeny must make certain disclosures ralating to the variogs coumtries in
which it conducts business. Most U.S. companies are required to provide a
teeakdown of revenies and Jong-lived assets by: domicile country, all Forcign
countries, and any individual fareign country in which revennes and assets are
material. A foreign company must provide 3 deecription of the princirn! markets
in which it competes, including a breakdown of total revenues by geographic
markst

£
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A company most A maks cenain Gizclosur=a ahcut it3 rocent pest and
immedake foresseab]s future, inchyding agy xoown rends, vr.ems 7 tmeeTRiaiics
- fyvorabiz or unfavorsble -- that have bad or are r2ascoably expeciad (o have 2
material impact on results of tha company's operoiions or to ceuse a material
incrzase or decrease i the cormpany s Tqudily or capital rasovrres, For example,
if inveators ceased purchasing, or divesied themasives of, i}L securines of g
comopany becavse of 1s actions in ¢ partienlar coenoy, thes afu:.‘s coald dave 2
foreseaable materinl Impact ¢a the cormpany’s abtlity o raise cash Umough e
sale of its secunities. Io thiz case, a cowpany wonld be rﬂim:':d 1o disclose thess
matcrial effects. A uemsumw boyeorr of a compeny might, lixewisa, have to be
disclosed, if it werz viewz3 as baving a mntﬂ‘"y reatenial impact on the

COMPp4ny’s revenues.

¥

Q A company that wishes to sell its securities publicly in the United States must
disclose factors that make ap offering nskey or speculative, which may include fsk
factors relating to operaticns in particular conntrizs. Busivess risks impesed by
pelitcal instability or the mopotition of econondc sanctions conld be suffiGently
probeble and bave a sufficiently significant magnitude to require disclosure,

o A US. company must disclose information about material pending litigation
which i3 oot rowtine or incidental to the company’s business. For example, 9
lawsuit claimming envitcnmental, personal, of other damage caused by the way a
company performed Its operzticas in a parhctlar country might tot be viewed as
rontine or incidental and meght have to be disclosed, depending oo its effect o
the commpany’s financial position or profitabdlity. A foraign compeny must
disclose Bhgation that may have, or has had in the recent past, a significant effect
ca tha company’s financial position or prefitability.

Accordingly, existing SEC disclesare requiremments might very well warrant disclosure of
a foreizn comypany’s operations in, or business relationships with companies from,
coustries oa the CIA's list of acquiring asd supplying nations, the U.S. Suate
Department’s lists of sponsors of terromdam, and coantries of particnlar concem.

Absent specific disclosure requirements relating to a company’s operstions in, or
business refationships with companies from, countries on those Hats, the question of
whether disclosure is reguired will depend on the materiality of the FBrancial impact of
those operations and business relatienships on the company’s condoct of its basiness.

- §EC disclosurs rules and palicies tumn on the conoed of mutedality. The Supreme Const

has held that information s matedial if “there is substaniial likelthood that 4 reasonable
sharcholder would consider it important in making an investinent deciston.” TSC

Indyatrics v, Northway, [nc., 426 U.S. 438, 449 (1976).

In assessing materiality, the SEC staff takes the view that the reasonable investor
generally focuses on matters that have affeced, of will effect, a compmny’§ profitability
and figancial cutlook. Because securities are financial invasiment vehicles, the :
materinkity of a foreign company's operations in a parficular country and its business

i
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relationalips wich companies from that county will geoerally depend on whedser thes
Operations or relatopships bave had, or are Likely to have, a Gmascial impact on the
company. :

We agree that a reasonable investor wonld likely coasider it sizaificant that aforeig
company raizing capital o the ULS. markets has business relationckips with couniries,
governssents of enbtes with which agy US. company woudd te prokatated froam dealing
becanse of U.S. econonmyc sanctions. The staff will, therafors, sea¥ informeton from
foreign regisgacts abont their material besiness in countties on CFACs sanctions list and
treir busisess relationships with countries, govamments, oF entles ao those lists. This
type of disclosors would make avarlable to isvestors adcdidonal information about
sitoations In which the preceeds of an cffering coeld ~ however indirectly — becefit
countnes, governmentz, or ectties that, as a mateer of U.S. foreign policy, are off-ligms
to U.S. companies.

Whether a reasonsble myestor, 8% a general matter, would view as material a foreizn
registrant’s cperations in or business dealings with other covntries 33 less apparent.
Ahhough generaly a company will disclese all coontnies m which it dees business,
iaformetian with respect to eperations in these couniries, particularly if immatedal, may
be kess relevant to investors. If, however, a foreign company’s operations in 8 particotar
country ard fts buginess relstionships with companies from that country have had, of er=
ikely to have, a finsncial imgact oo the company, the staff will seek mformation froam the
registrant (o address any deficiencies in the dischosure. As always, the staff wili lock to
the SEC rulz that requires & company 10 tiscicse any informnation if its abseace weald
make the rest of its disclosure misleading. We will, in addition, contiaue 1o momics
tmvestor intersst in this area and adjust our disclosure practices if # appears wasranted.

As a geoeral matter, our disclosure requirements focus on the consolidated operations
of the company that is tegisteriag sccuries and the sabsidiaries and affiliated companies
that it controls. Regoired disclosures idsatfy paren! compenies and other major
sharehodders and explain their control relationship with the registrant. This Knd of
lintited disclosur= is rezterial to an investor becanse the economic reftrn on the investor's
securitics will be derived from the operations of the registrant, The economic rehura will
not, howsver, be desived from operations of the registrant’s parent company or those
companiss under comumon control. Thus, extensive informaticn atout parent carmpanizs
and cammpanies under common control with the registrant might be misleading to
investors who arc not purchasing securities in those companies.

2. Internat Corporase Risk Analysis: Foreign companies showld disclose steps taken
to identify and aysess risks associated with doing busingss wWith countries and
comparies referenced above. This should include particudar econonsic risks
associated with these countries and companies gas well as LS. damestic political

2k, fncis v overnm ' ove 4 i
10 these avtiyifies (e.g. precedents). The foreign firm should outtine what specific

steps have been taken to ensure that the company, and s sharehelders, are
protected from these risks.




T CONOE

RN A0

e 3T, I8

BRI T L Mt O et A N T

¥ ren a forzign company initially 2y ils af:'-w a=s with the SEC, and thereafior
o 13 annval report on Formo 20-F, a forsign o mpan ¢ 15 eeuired 0 prominently Giscloss
risk Tactors that make ap favastnent in the COMpany \.pECLLAil":’S or are of high nak. This
requifen‘-er«t can be fouad under "Tiermy 3.D ~ ey Information; Risk Faclors” of Form 20
F, wirich sets cat the disclosuce reguirsments appticadle to foreign companies rgistering

- seeurities sud filing aonua] reporm vt the SEC, These risk factors may include factors

relating w the counties in which Lz forelgn company operates, When a company has
materia! operalions in countries with developing politiea) and economic systams, there is
typieadly disclesure about the varicus fisks sssociaded with these systems. These risks
often Inchide fisks relating to exchanges rate, undeveloped lezal systems, econormic
vocertainty, high czies of inflation and government intervention in the economy.

A3 noted above, we will review filings (0 determine whether foreiqn compenies have
raterial crerations m countries that are spbject to OFAC sanctivos. If it is reasonably
likaly that U.S. governmental sanctions will be imposed oa the company as a result of its
cperadons in a panticular country, this risk wonld peed to be disclosed if the sanctions
were likely ® bave a material impact on the cempany. Likewise, if it is reasonably likely
that public opposition to the company would have a materially adyverse effect on the
operations of the company, this risk would also nead to be disclosed.

"¢ note that considerations of matzaiality inctude considerations of probability and
magnitude. It is often very difficnlt for a company to assess whether ore aspect of its
worldwide operations will give rise to the type of Dnpact that would oeed to be disclosed
uader the federal secunities laws, especially when there are conziderations relating o
public seaction and governmerntal responses. We do not believe that a requirement to
chiscusy protective measures wonld elicat meaningfuol nformation for investors becauss we
would expect that all companies would disclose that they ke steps to avoid
governmental sanctions and adverse public reactico to their operations.

3. Accounting Procedures: While it is understood, and disclosed, that accounting
procedures vary from regicn to region, finns showld disclose what steps have
bewn taken to ensure zhaz operations puleide their hinmz market are swjec: to

aoecounting siendards that Anerican imvsstors can redy on.

Forrign companies that register securiies with the SEC are generally required to
agopt U.S. standards oa a worldwide basis in commection with the oreparation of their
audited financial statements. Outlined in the following paragraphs are our requirements
with respect to U.S. geoerafly accepted sccounting princigles (GAAP), U.S. generally

~ accepted auditing standards (GAAS), and anditor independence.

Accounting Principles. The francial statememnts of a cotpany that repisters
securities with the SEC rpust mclude an sudited balance sheet covering the last two fiscal
yesrs and auditad incoree statements, cash flow statements and slatement of changes in
stockholders’ equity covering the ast three fiscal years,

141
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A ULS. coorpany 13 peguired (o prepare these Doancial statements nsing U5 GAAD,
which are established by the Financial Accesnting Standards Beard, Fosigzn coampanies
that register securities with the SEC mayr prepars their finoncia) sinternents wsing either
U.5. GAAP or another GAAP (f they include a textual and nemerical reconciiation of
thelr foreign GAAP finsacial staiements to US. GAAP. Iz an inital registrabicn
statement, 2 foreign campany must provide financial infermation thar s rcf/:mcﬂcd to
U3 GAAR {or at least the two meef racent years. In subrequest years, a forsi
company roust provide U.S. GAAP fnancial faformastion for up o the past rw: fiscal
years. When a foreign company wses accounting principles cher than ULS. GAAP, those
accouning principkes most constitute a comprelensive basis of accouniing.

Audit Requirerents. The audit of financial statsents inchuded in regiclation
statements and annual reparts filed with the SEC must be concrcted in aceordance with
U.S. generally accepted auditing standards, These standsrds bayz been ceveloped by the
Americar Institute of Certified Public Accouniants and are reguired to be applied on a
worldwide basis to the company that is being andited. As a resnit, if 2 publicly traded
U.S. carporation has foreign operations, those foreign operatons wonld be subject to the
same andit procedures as the company’'s U.S. operations. Likewiss, a foreign compeny
whese secuTities are registered sith the SEC must apply U.S. GAAS to all of its
opevations.

Until September 2000, the SEU staff had a practice of accepting audit repanis for
foreign companies that stated the andit was coaducted in accordance with fareign
suditing standards that were “sabstaptially similar in all materisl respects™ 0 U.S.
GAAS. We hava changed owr practice and no Jonger permmi Uds type of repor. An
auditor”’s report must state unambignousty that the andit was performed n accordancs
with U.S. GAAS,

Independence Requiremants, A company’s anditces must comply with the SEC’s
indepenrdence standards. Gver the past year, the SEC has made significant revisions to
our independence standards for auditory, The substantive requirements of these new
standards i3 beyond the scope of this meraorandum, atthoughk we would be plessed o
elnborate on these standards if you so tequest. Fox purposes of this rectinornendation, we
potz that these new standards apply to atiditors on a worldwide basis and apply equally to
.S, compenies and forgign companies that are registered with the SEC.

4. “Dizclosure Goals”; While the U.S. showld avoid any undue influence on foreign
market exchanges, foreign companies should discloze what steps bave been taken by
their coumtry and home markets to ensure iransparency, tndependent oversight and
eccountabiliry.

Although our rukes do not specitically require a foreign cornpany to disclose factnal
inforrmation relating to its cooptry of incorporation or the country in which it principally
operates, mxmy foreign cotupanies do provide this (ype of information o their disclosore
docurnents filed with the SEC. To the extent a comparry includes irformation of this type
in a prospectus fiked with us, this infurmation generally consists of basic ecoromic




DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matters under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to
recommend enforcement action to the Commission. In connection with a shareholder proposal
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information furnished by the proponent or the proponent’s representative.

Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
proposal. Only a court such as a U.S. District Court can decide whether a company is obligated
to include shareholder proposals in its proxy materials. Accordingly a discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a company, from pursuing any rights he or she may have
against the company in court, should the management omit the proposal from the company’s
proxy material.




March 14, 2003

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  Halliburton Company
Incoming letter dated January 16, 2003

The proposal requests “that the Board of Directors establish a committee of the
Board to review Halliburton’s operations in Iran, with a particular reference to potential
financial and reputational risks incurred by the company by such operations.”

We are unable to concur in your view that Halliburton may omit the entire
proposal under rule 14a-8(1)(3). However, there appears to be some basis for your view
that portions of the supporting statement may be materially false or misleading under
rule 14a-9. In our view the proponent must:

e revise the sentence that begins “WHEREAS, in February 2001
Halliburton . . .” and ends “. . . its Cayman Islands subsidiary” to indicate
the correct date that Halliburton Products and Services Ltd. opened an
office in Iran; :

e revise the sentence that begins “In 2001, the Securities and Exchange
Commission . ..” and ends “. . . whether to invest in that company” to
include the specific language of the referenced statement and provide
factual support in the form of a citation to a specific source.

Accordingly, unless the proponent provides Halliburton with a proposal and supporting
statement revised in this manner, within seven calendar days after receiving this letter, we
will not recommend enforcement action if Halliburton omits only these portions of the
supporting statement from its proxy statement in reliance on rule 14a-8(i)(3).

We are unable to concur in your view that Halliburton may exclude the proposal
under rule 14a-8(1)(5). That provision permits the omission of a proposal if it relates to
operations which account for less than 5% of the registrant’s total assets, net earnings,
and gross sales, and is not otherwise significantly related to the registrant’s business. We
are of the view that the proposal is “otherwise significantly related” to Halliburton’s
business. Accordingly, we do not believe that Halliburton may omit the proposal from its
proxy materials in reliance on rule 14a-8(i)(5).

Sincerely,

’/;_,[ iz~

ffrey B. Werbitt
Attorney-Advisor




